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DIRECTORS’ REPORT TO THE SHAREHOLDERS 


NET ASSET VALUE 


Net asset value per common share increased by 
33.0% during 1968, rising from $17.23 per share at 
December 31, 1967 to $22.92 at the close of 1968. 
During the two years ended December 31, 1968 an 
increase of 56.0% has been achieved. During 1968 the 
Standard & Poor's 500 Stock Index advanced by 7.7% 
and the Toronto Stock Exchange Composite Index by 
16.3%; for the two-year period ended December 31, 
1968, the comparable indices advanced by 29.3% and 
27.9%. The increase in net asset value per common 
share is at least partially attributable to the increased 
participation in United States investments, to which 
further reference is made below. 


EARNINGS AND DIVIDENDS 


Net income for 1968 amounted to $364,861. After 
payment of preference dividends the balance available 
for common shareholders was $214,861 or 30 cents per 
share. Net earnings for 1967 were 46 cents per common 
share. The decline in net income per share is attributable 
to two factors: 


(1) The Board's decision to concentrate 
investments more heavily in the United 
States, referred to in the 1967 Annual 
Report, has resulted in reduced income 
for the Trust due to the generally 
lower equity yields available in that 
country; 


(2) The increased emphasis on U.S. invest- 
ments has resulted in the loss of the 
special rate of tax available to 
qualified investment companies. As a 
result the provision for income taxes 


increased from $23,000 in 1967 to / 


$33,000 in 1968. WN 


Dividends paid per common share amounted to 32 
cents, compared with 40 cents in 1967. 


INVESTMENT PORTFOLIO 


At December 31, 1968 the assets of the Trust were 
invested in 53 securities. The portfolio is shown on pages 
7 to 9 of this Report and a summary is set out on page 
9. At the close of 1968 approximately 29% of the 
Company's net assets was invested in United States 
securities. 


REVIEW AND OUTLOOK 


During 1968 the Canadian economy advanced at 
close to its maximum growth rate. Gross national product 
is estimated to have risen 8 per cent in current dollars, 
or 4.3 per cent in constant dollars. The main upward 
thrust came from a 16 per cent gain in merchandise exports 
(mostly to the United States), a 16 per cent increase in 


(3) 


housing expenditures, and a rise in purchases of goods 
and services by all governments, totalling 9 per cent. 
Importantly, for the first time in four years, productivity 
showed an acceptable gain. 


The outlook for the Canadian economy in 1969 is for 
a slightly lower growth than in 1968, as a result of some 
slowing down in the U.S. economy. While this retardation 
in Canada is expected to be of modest proportions, there 
are indications that the economy will not utilise available 
resources to the full, and that the unemployment level 
could reach 51 per cent of the working force. In this 
environment, it appears unreasonable to expect govern- 
ment and monetary authorities to pursue fiscal and mone- 
tary policies of severe restraint. 


INVESTMENT POLICY 


The principal unknown confronting North American 
investors today is whether governments’ avowed plans to 
break the inflation psychosis will be successful, or whether, 
as buoyant consumer and capital expenditure intentions 
suggest, the necessary deflationary dose will prove 
politically unacceptable. resulting in sustained economic 
growth, rising costs, higher interest rates and unsettled 
international monetary conditions. At the present time, 
your management tends to believe any slowdown in 
growth will be moderate, and that the major economic 
trends of last year will continue throughout 1969. 


Investment strategy will, therefore, be one of main- 
taining a fully invested equity position in sound, reason- 
ably priced common stocks of natural resource companies 
and capital intensive manufacturing firms, with lesser 
emphasis upon service and technology stocks. The Cana- 
dian equity market has out-performed substantially that 
of the U.S. over the past 12 months, thus providing oppor- 
tunities for selective switching into more reasonably valued, 
better marketable U.S. issues. Despite such a shift, it is 
expected the portfolio will retain a higher weighting in 
Canadian issues. 


MANAGEMENT 


Management services, which were furnished to the 
Company by Threadneedle Management Ltd., a subsidiary 
of Arbuckle, Govett & Co. Ltd., are being supplied to this 
Company by Pembroke Management Ltd., which was 
incorporated at the instance of Arbuckle, Govett & Co. Ltd., 
and some of its associates. Pembroke was formed to attract 
additional specialized personnel and to facilitate the 
provision of appropriate incentives, in order that expanded 
investment advisory services might be made available to 
this Company and others. 


Threadneedle Management Ltd. was remunerated for 
its services on a fixed fee basis. Pembroke Management 
Ltd. will be remunerated by means of a basic fee and a 
performance fee calculated on a scale related to the 
achievement of results superior to those of an objective 
standard. The management expenses of this Company 
resulting from payment for these expanded services and 
the altered method of remuneration, while substantially 


higher than those paid by the Company formerly will be 
appropriate and reasonable when measured by current 
practice in the investment industry and the anticipated 
improvement of investment performance. 


DIRECTORATE 


During the year your Directors accepted with regret 
Mr. N. B. Ivory’s resignation from the Board upon his 
assumption of the presidency of Pembroke Management 
Ltd., which corporation now supplies management and 
investment advisory services to this Company. 


More recently Mr. L. W. Skey tendered his resigna- 
tion as a director and his name will therefore not be 
submitted for nomination at the forthcoming Annual 
General Meeting. Your directors take this opportunity to 
record their appreciation of the contribution made by 
Mr. Skey to the Trust's progress over a period verging on 
twenty years. 


Under the terms of the By-laws, four directors are to 
be elected at the Meeting and, in addition, there is the 
vacancy caused by Mr. Ivory’s resignation to be filled. 
Thus five directors are to be elected at the Meeting. The 
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following nominations will be submitted for the share- 


holders’ approval: 


Name Term of Office 
W. A. ARBUCKLE 2 years 
J. K. MACDONALD 2 years 
W. J. R. GOVETT 2 years 
J. D. MUNCASTER 2 years 
J. L. SHORTLY 1 year 


ANNUAL MEETING 


The Annual Meeting of Shareholders has been called 
for Friday, April 18, 1969. Both preference and common 
shareholders are cordially invited: to attend. 


On behalf of the Board, 


W. A. ARBUCKLE, 


Toronto, Ontario Chairman. 


March 17, 1969. 


DOMINION-SCOTTISH INVESTMENTS LIMITED 


(Incorporated under the laws of Canada) 


BALANCE SHEET 
As at December 31, 1968 


ASSETS 1968 1967 
Current Assets 
Cash and short-term deposit receipts -....-.....---.------------------------ $ 1,024,577 277,261 
ES OTUT UG 3 TRETECTN Te | 8 PS aR aie Rs ED Fae ie ae eee 6,265 8,017 
Due from brokers for securities sold _.__...............----------------------+ 218,170 
1,249,012 285,278 
Investments 
Investments at quoted market value -__.___......---.---.---------------------- 20,376,645 17,422,694 
(cost 1968—$12,919,413; 1967—$13,457,574) 
$21,625,657 $17,707,972 
LIABILITIES AND SHAREHOLDERS’ EQUITY 
Current Liabilities 
Es ECE TEP eae ans” Se a NEI i Ra ah SO ec RE RE $ 16,638 4,441 
Due to brokers for securities purchased ___........_-....--------------------- 61,846 220,397 
IACCLUEC DONGMINTEreSh 25:0: teem cere tee cee ee or nee ners eee. 8 40,000 40,000 
IREOME FOXESP DOVOD 1G) career eee re re en es ree nce te ee ese pencceecoecncceee 11,168 4,551 
129,652 269,389 
Funded Debt pi ae rey eae 
First collateral trust, Series ‘‘B’’ and ‘'C’’ 4% bonds, 
Co [Ue el EH) pil PA Jiao te ete ale ee eo Ree SE AR BA pS a 2,000,000 2,000,000 
Shareholders’ Equity 
Capital Stock — 
Preference — 
Authorized — 
76,730 5% cumulative, redeemable (at $52.50) 
preference shares, par value $50 each 
Issued — 
60,/000> shares fi vccereleeee tt beatae eee Yo te 3,000,000 3,000,000 
Common — 
Authorized — 
1,200,000 common shares of no par value 
Issued — 
AVR AD AP SNC GS sete a et ese NA oe oh 2,979,493 2,979, 493 
Accumulated surplus on sale of investments -._._......---.-..-------.----- 5,645,079 5,066,398 
EGine@cesUnp | Usps sees ee a ee Pe. 414,201 427,572 
Unrealized appreciation of investments _...............--------------------- 7,457,232 3,965,120 
Total sharenolders’ equity, sate to [s..54 to 2lh ac io. 19,496,005 15,438,583 
$21,625,657 $17,707,972 


On behalf of the Board: 
WILLIAM A. ARBUCKLE, Director 
J. K. MACDONALD, Director 
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DOMINION-SCOTTISH INVESTMENTS LIMITED 


STATEMENT OF INCOME 
For the Year Ended December 31, 1968 


1968 (1967 
Income rae roaaEe 
Dividends from Canadian corporations -.............------------------------ S$? "433212" SP" 50s7 58 
Dividends from foreign corporations .__..............-----------0-----------+- 111,718 79,960 
Inferests neceivediac >. b0 50. eek 5 Ty gs oes on cls 641 43,846 
545,571 629,557 
Expenses 
Administrativemexpenses ser te snes i ee ee ee 20,348 18,220 
Investment Gdvisory fees ses ceca ee ee ee 13,697 7,500 
Directors’ ‘fees and) sal cricssrs 2. ccece eee ere ee ee en rene 17,582 15,474 
Bond ‘interests 2552-0 2s Ss a ee 80,000 80,000 
Bank -chargesmlincluding: interest) sess ee eee 6,730 2,957 
Trustee, registrar, legal and audit fees ___...........-...-----.-..--------- 9,353 6,952 
147,710 131,103 
Income before Income Taxes __........----..22--2222 2 2--o eee eee 397,861 498,454 
Provision: for Income Taxes <.-....04...0 2 eee 33,000 23,000 
Netplncome .....c5 eee Bo ee ee $ 364,861 $ 475,454 
STATEMENT OF EARNED SURPLUS 
For the Year Ended December 31, 1968 
1968 1967 
Balance at Beginning of Year ___.....---..-------- 0... ee-e enn $ 427,572 $ 387,408 
Add. Net Income: for-¥ eh 2.c5 e555 sce eee ee 364,861 475,454 
792,433 862,862 
Deduct: SE ee > 
Dividends paid — 
On preference shares at the rate of $2.50 per share -_........ 150,000 150,000 
On common shares at the rate of $.32 per share 
(4967840 per shore), 32223 oe 228,232 285,290 
378,232 435,290 
Balance at End of: Year: 3 <0 eee oe ee ee eee eee S$ 494,201 ($0 427-572 


DOMINION-SCOTTISH INVESTMENTS LIMITED 


STATEMENT OF ACCUMULATED SURPLUS ON SALE OF INVESTMENTS 
For the Year Ended December 31, 1968 


1968 1967 
Balance al Beginning of Year slc.ccclec-.-s-..c-. he POET) atom $ 5,066,398 $ 4,696,275 
Net Gain on Disposal of Investments __..............-....----------------------------- 578,681 370,123 
Balcncerat endv Of YOcr: ciccce ce ee csr cet selec $ 5,645,079 $ 5,066,398 


STATEMENT OF UNREALIZED APPRECIATION OF INVESTMENTS 
For the Year Ended December 31, 1968 


1968 1967 
Balance at Beginning of Year ___...............--------------------neeeeeeeeeeeeeeeeeee $ 3,965,1 20 $ 2,562,385 
Netancrenserorinen Gti. re ee ne eac 3,492,112 1,402,735 
BE CHCIICORCITGETICIEO SAYCCI ee i ee tec $ 7,457,232..4. 9,3, 2605,120 


STATEMENT OF CHANGES IN NET ASSETS 


(Total net assets less funded debt) 
For the Year Ended December 31, 1968 


1968 1967 
Net Assets at Beginning of Year _______........---------------.----------eee eee $15,438,583 $13,625,561 
Add 

INGtEINCOMETOTIY.CC lus eee SN Re 364,861 475,454 

Net gain on disposal of investments 
(proceeds 1968 $6,546,535; 1967 $3,856,511) —.......-.-.----- 578,681 370,123 
Increase in unrealized appreciation of investments _..........-..-...-- 3,492,112 17402,739 
4,435,654 2,248,312 
Deduct dividends paid on preference and common shares ..__......------.- 378,232 435,290 
INGHRINGreaSestOn: YOON: este cca actee ee eee een 4,057,422 1,813,022 
Net Assets.atiendiof Vedra: 2 ers re Ee FE Ee ernie $19,496,005 $15,438,583 


AUDITORS’ REPORT 
To the Shareholders 


Dominion-Scottish Investments Limited 


We have examined the balance sheet of Dominion-Scottish Investments Limited as at December 31, 1968 and the 
statements of income, earned surplus, accumulated surplus on sale of investments, unrealized appreciation of investments and 
changes in net assets for the year then ended. Our examination included a general review of the accounting procedures 
and such tests of accounting records and other supporting evidence as we considered necessary in the circumstances. 


In our opinion these financial statements present fairly the financial position of the company as at December 31, 
1968 and the results of its operations for the year then ended, in accordance with generally accepted accounting principles 
applied on a basis consistent with that of the preceding year. 


Toronto, Ontario, RIDDELL, STEAD, GRAHAM & HUTCHISON 
January 27, 1969. Chartered Accountants 


(7) 


DOMINION-SCOTTISH INVESTMENTS LIMITED 
PORTFOLIO AS AT DECEMBER 31, 1968 


PREFERRED SHARES (1.26% of net assets) 


Number Market 
of Shares Value 
Great Britain and Canada Investments (1968) Ltd. 
2nd. Preferenea OES 2" Divi osc hee ee 11,000 $ 13,750 
Overland Express Ltd. Non-Voting Second Pref. -_.......------.-------------------+-- 33,300 258,075 
$ 271,825 


COMMON AND CONVERTIBLE PREFERRED SHARES (93.53% of net assets) 
BANKS (7.20% of net assets) 


Bank-eiMontrecbyes a5 to te 8 oe oe eee ete 15,000., $..,251,2450 
GanadianilmperialiBankgot:Gommerce tes: coarse 20,000 450,000 
RoyaltBank:of:Ganad cae EE ee) ee ge 15,000 397,500 
Toronto-Dominion™ Bark. :2.2- cts. 2: eee ses see ns or es ea oe ee a eee 20,000 450,000 


$ 1,548,750 


EDUCATION AND RECREATION (9.64% of net assets) 


Columbia Broadcasting System line: ..L. semen. ne ent ol. 6,120 $ 352,799 
Famous Players Ganadian Corps Ltd sooo cerca reer cee rere 15,000 1,155,000 
Metromed ial live ets See cs a a Be eee 10,200 564,752 


$ 2,072:558 


FINANCIAL (6.08% of net assets) 


Great Britain and Canada Investments (1968) Ltd. -_...-......--...-----.-------- 115000899 74225,500 
National Trust Cov Ltd ee 2s... oe ee ee ener 20,000 415,000 
Toromontuind ustricleticl hin cys sb: eee cee eee 200,000 600,000 
Toromont Industrial Holdings Ltd. ‘‘Warrants” ___...........-.---------seseesee-neee-= 66,667 66,667 


$ 1,307,167 


FOOD AND BEVERAGE (7.32% of net assets) 


T.-G. Bright:& Cox, -bimmite dt qccc seo oni ore rae cee ee eee 7,500 $ 671,250 
Distillers Corporation-Seagrams Limited -_............----.------------------------------ 8,000 404,000 
Growers. Wine Coultds Glass. (Be a ee ee ee eee 30,000 75,000 
Walker-Gooderham & Worts Ltd., Hiram -....-..2.---22-----ee-e-eeeeeeeeeeeeeeeeeeeeece 10,000 422,500 


$ 1,572,750 


ELECTRICAL EQUIPMENT AND ELECTRONICS (4.75% of net assets) 


DanielWoodhéad?Gortt. 264% ae ee Spee PP Ae heresy Eemnoe || 4,000 $ 66,495 
Interngtional Business MachinessGorpie.). 2. eee ee ee 1,400 472,973 
Teledyne le. 2.22.2 55 Sete eet ree ee 3,000 344,272 
MaGnG’ Electronics" COrme L1G seeene oa ee ee ee ee 10,000 136,250 


$ 1,019,990 


COMMON STOCKS (Continued) 


Number Market 
of Shares Value 
GENERAL MANUFACTURING (8.47% of net assets) 
ROMER OY BON CITIO Nat eh a ge ae gn eee 10,000 $ 841,912 
ASMA HOMIE GI@CTING "CO cco ee eo racsee nc kewenctvnn 4,000 296,010 
Domnuon roundnieszec oteel’ Lids 225 a-- ee 16,000 374,000 
Bimecutnemical Company aic.c- ee er reese econ eens 5,000 309,014 


$ 1,820,936 


MERCHANDISING (7.34% of net assets) 


NingssD ebanimentrotOues: |G. seems aren Coen ke Oe re 7,000 $ 173,611 
Reoples.creait Jewellers Limifed 22-2)... ee 8,475 254,250 
pecmiesebenarmmentnorores. LEGS sete. cues pire cee cn ea ree sence eee epacene denen 40,000 560,000 
REVCORD oO MII seem ee ce db adhe ei need ha ek ohn tah ees ct en ah 5,100 2577251 
SIE TRIE 1 7 Ay SPs otc oe 15 face o-cebvedec nner revues seswankiveoseunindecsntnsacentene 8,000 352,000 
$oilf577,112 
METALS AND MINING (7.97% of net assets) 
British Columbia Molybdenum Ltd. ‘‘Warrants” _........-.....---.---------------- 10,000 $ 50,000 
Dynastyeexplonrationsmeltd a... 2-3. eee ee ee 30,000 450,000 
ROM Cel MINESMLINITGC pon... c=... eee ene ee eee te ee ee 12,000 402,000 
infesnctonalwNickel Co. of Canada Lid. 7... 2°... 20... 20 15,000 622,500 
Opemiska Copper Mines (Quebec) Ltd. -........22222-2--222222---2--2---222-2ee eee 20,000 189,000 
$ 1,713,500 
PAPER AND FOREST PRODUCTS (6.66% of net assets) 
PND iti otis chp ea OMe Cle eee: cease cee Eee een cee os 16,000 $ 150,000 
Columbia Cellulose Co. Ltd., $1.20 Cum. Red. Conv. Pref. __...............-- 10,000 142,500 
eral AYU GT Rea sl Dotto [Co Flt RUMRRRMRr ese e GE Sf a nt. JO 25,000 718,750 
Prices COMDGONYmLIMited cee he. ae ee cree ae I eee! ete 30,000 420,000 
$ 1,431,250 
PETROLEUM AND PIPELINES (11.17% of net assets) 
FE ote oO, TE CY Cathy ee hi, a eee, CO 10,000 $ 457,153 
ERenChmEetLOLeUMie CO smUL Cl yess cere teers en cco ee at ooo oe saree Scanecevsdeeetas 30,000 253,500 
PennzZoupUnitede incrrtsce ce ea eee ee eee cee 6,750 407,215 
Bennzoilsuinited ines Gonva Prete so) eer era eh 12,000 1,084,298 
Teele). (eee er btely Se ea tie usc, Milas Ae a aa ee oe ee 6,000 198,000 


$ 2,400,166 
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COMMON STOCKS (Continued) 


Number Market 
of Shares Value 
PRINTING AND PUBLISHING (9.15% of net assets) 
British American: Bank Note: Go. Lic a ccsssee eee ere re ee 5,000 $ 281,250 
Moore, Corporation id nc ..c-cctc cose cess erteractre toate en earacg eaenen mene ieee ease 12,000 388,500 
SouthampPress:. Ltchsey seo ce ae ee ee ee 10,000 - 570,000 
SuniPublishing: Go.  Ltd:, Classic As sce sss one seme 10,000 310,000 
Wester Publishing: Conair, ee oa Er ae een re 15,000 418,275 
$ 1,968,025 
PUBLIC UTILITIES (6.55% of net assets) 
BritishColumbia Gelepnone Co, 2.5.0.5 ee ee 10,000 $ 690,000 
Consumers) Gas,.Gostete coo ol tee ec I ee ec er 25,000 500,000 
Quebecwilielephione: 22:5 ccce oe a ee eee ee ee 15,000 217,500 
SUAGIY. SECUNITIOS) o.5cc.5 5500 ieee tn se ey ace met en ee ee en one eee 4] 
$ 1,407,541 
TRANSPORTATION (1.23% of net assets) 

Penn Central Copsey co: rnc dens het eee ee 3,900 $ 265,082 
TOTAL COMMON AND CONVERTIBLE PREFERRED SHARES ...............-.--- $20,104,820 
SUMMARY 

% of 
Net Assets 
PREFERRED "SFIARES (ree ts Sees Se a oi eee eee ene air $ 271,825 1.26% 
COMMON AND CONVERTIBLE PREFERRED SHARES ............----.----------- 20,104,820 93:53 
CASH AND: CASH ITEMS. (INET)! 22:20 eee eee eee 1,119,360 524 
TOTAERNET ASS EMS) eo nh oe er oe eee bees Wa $21,496,005 100.00% 
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